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Abstract
Theauthorhasbeenforalongtimeconcernedwithindustrialdevelopment
issuesinhistoricalperspective.Thebasicquestiontobeaskedishowtheproduc-
tiontechnologydevelopedduringtheIndustrialRevolutioninBritainhasbeen
transferredanddisseminatedtotheEuropeancountriesandthen,tothelatecomers
likeJapan.Inthispaper,severalhistoricalinsightsandlessonswhichwouldbe
emanatingfromthepastexperiencestothecontemporarydevelopingcountriesare
discussed.ThroughthereviewofBritish,JapaneseandKoreanexperiences,an
attemptwouldbemadetoseeksomeimplicationsforfurtherresearchonthisbroad
butimportantquestion.
1.Introduction
Insimpleterms.anysocietyrequiresproductiontechnologiesandinstitutional
arrangementsforindustrialdevelopment mainsourcesofnationalwealth.In
historicalcontext,however,itshouldbenotedthatthepre-conditionsforindustrial
developmentweredifferentevenamongthedevelopedcountries.Ifwelookatthe
pre-industrializationstageofthedevelopedcountries.theproductionoftheagricul-
turalproductswasthemainactivityofthesocietyandinsuchcircumstancesthe
institutionalmechanismhasbeenfairlystable.Itwasstableinthesensethateven
underthemid-feudalsystemtheonlysignificantfactorthataffectedtheproduction
wastheclimaticconditions.Regardlessofthelandownership.inmostcases
farmerswereabletosurvive.Thisargumentisofcourseratherrude,asitdoesnot
takeintoaccountthedistributionsystemoftheproducedgoods.Recentstudies
haveshownthatthelandownershipisoneofthesignificantfactorsthataffectthe
developmentofcontemporarydevelopingcountries^'.Butananalysisonthis
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aspectisnotfurtherpursuedinthispaper.Themainfocusofthispaperisconfined
totherelationshipbetweentheindustrialproductiontechnologyandtheinstitu-
tionalsupportfacilitiesforthedevelopmentofindustrialization.
2.CharacteristicsofEarlyBusinessman
DuringthetimeoftheIndustrialRevolution,varioustypesofnewindustrial
machineswereinvented.Thesenewmachinesandproductiontechnologieshave
providedanewdrivingforceparticularlyforthemanufacturingindustries.Need-
lesstosay,horsepowershadbeenreplacedbythesteamenginesandproductivity
ofsuchindustriesaste χtileswasgreatlyenhanced.Duringthosedays,itisnoteworthytomentionthattheinventorsofthosenewmachinesalsoplayedaroleoffinancialmanagerlookingafterthesourcesofnecessaryfunds.andalsoplayedaroleofmarketingmanager.Asthebusinessenvironmentsduringthosedayswerenotyetwellestablished,theinventorofmachinesandtoolsprovedtobeagoodall-roundbusinessplayer.Inoneword,alltheprerequisitesneededforconductingabusinesswererealizedin
“oneperson"^ ）.Thusaninventorprovedtobeagoodentrepreneur.Itisalsoimportanttomentionthatthestatecontrolwasnon-existent.Individualeconomicinitiativewasconsideredtobemoreimportantthantheurgetocombinewithothers.Thetraders,withoutgovernmentalintervention,supervisedallthecommoditymarkets.
3。InstitutionalizationofBusinessEnvironmentFromtheargumentabove.theindustrialenvironmentinearlyBritaincanbecharacterizedas
“individual-oriented”.ButwhentheproductiontechnologyspreadtotheContinent,itgraduallyshapedupandbecamemoreinstitutionalized.OneofsuchexamplescanbefoundintheestablishmentofinvestmentbankinGermany^
）.Theemergenceofbankingsystemprovedtobeapowerfulinstrument.Itreducedthefinancialrisksofthosewhowishtoestablishaprofitablebusiness.Butprobablymoreimportantlythebankingsystemprovidedthebasisforenhancingthecapitalisticstructureoftheeconomy.Thesavingsfromthehouseholdsandindividualswerechanneledtotheinvestmentthroughbankingsystems.Thisfactorcontributedtothecirculationofmoney-flowwithintheeconomy.Thereafter,theemergenceofinsurancecompanyandotherinstitutionalelementswereestablished.
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Anotherimportantdevelopmentwastheemergenceofa “limitedliability"companybywhichitbecamepossiblethatthemoneyneededforthecommercialactivityofthecompanycouldbewidelycollectedfromthegeneralpublic.Itisbecausetheshareholdersaresafeguardedinthesensethattheirliabilitiesarelimiteduptotheinvestedamount.Priortothisarrangement.thebusinesswasconductedeitherbytheindividualowner-manager,orbysimplepartnerships
；eachpartnerwasliableforthedebtsofthepartnershiptothefullextentoftheirlosses.Thesenewinstitutionalarrangementsstrengthenedthebasisforfurtherindustrialdevelopment.
4.JapanasaLatestarter 。ItwasGerschenkron'')whostatedthatthelate-comersineconomicdevelopmentcouldtaketheadvantageofgettingthefruitsofearlyeconomicstarters.Inthisregard.Japancouldbeagoodexample.But,itisimportanttonotethatthereweresomepre-conditionsthatexistedbeforeJapanembarkedonindustrializationafterMeijiRestoration,morethanahundredyearslaterthanBritain.First,itshouldbenotedthattheliteracyratewasrelativelyhighinJapan,ifwetakeintoaccounttheyearwhenJapanstartedtoopentheexternalrelationshipsin1896(theyearofMeijiRestoration)^)
，Second,Japandidnotexperiencecolonizationbyforeignpowerspriortothelaunchofindustrialization.Third,thereexistedlocalcraftsmanship,whichwashighlyadvantageousinabsorbingnewtechnologiesfromabroad.Oneexamplewouldbethefactthattheskillofiron-castinghadalreadyexistedsothatwhenthegun/rifleswereintroducedfromPortugalitsreproductiondidnotposeamajorproblem
。Theexistenceofthosepre-conditionsplacedJapaninarelativelyadvantageousposition,comparedwiththecontemporarydevelopingcountries.Itisalsorelevanttonotethatduringthoseearlydaystheimportationofadvancedproductiontechnologiesdidnotrequireanypaymentfor
“patent".Onereportstatesthatasmanyas3000engineers(thelargestgroupwasfromBritain,followedbyGermanyandFrance)wereinvitedtoJapantoteachtheJapaneseabouttechnologiesrelatedtorailway,telecommunicationsandothersectors^)Inthisconnection,itisinterest-ingtonotethatnotonlygovernmentrecruitedforeignengineers.butalsoprivatecompaniesdidaswell.Inthefieldofeducation.therecordshowsthatmanyAmericanswerealsorecruited.Themonthlysalarypaidtoaforeignengineerexceededeventhoseofthethencabinetmembers.Asthesubsequentrecordsshow.
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thesepaymentswerewellpaidoff 。Inadditiontotheexistenceofthepre-conditionspriortoindustrialdevelop-ment
，theGovernmenttookeverypossiblestepsandintervenedintothemarketthroughvariousmodeofoperations.Beyondtheacquisitionofindustrialskills.theGovernmenttookinitiativesinestablishingthecentralbankandstrongfinancialsupporttoheavyindustries.Thenationalsloganwasthecatch-uptotheWesternstandards.Japan'srapideconomicgrowthwasnotpossiblewithoutheavyinvolve-mentandinitiativesbytheGovernment.Theseexperiencessuggestoneproposi-tion:thelaterthecountry'sentryintoindustrialization,themorelikelyistheextensiveinvolvementofthegovernment.Butthispropositionrequirescarefulscrutiny.TheJapaneseexperiencestrong-lysuggeststhatitwasonlyinthefieldofeconomicinfrastructurethattheGovern-menthadshownstronginterest.Intheareaofsocialreforms,thesubstantialachievementswerenotmadebytheGovernmentuntiltheendoftheSecondWorldWarin1945
；theUnitedStatesmilitaryforces(knownasGeneralMacarthur'sHeadquartersOffice),introducedthelandreforms(allocatinglandtopeasantfarmersandfreeingthemfromlandlords)andauthorizationofwomen'svotingrightsinelectionandotherformsofcivicrights.Thesemuch-neededsocialreformswereneverseriouslypursuedbythegovernmentbeforetheendoftheSecondWorldWarin1945.ThelessonthatcandedrawnfromtheJapaneseexperienceisthatwhilethegovernmentinterventionfacilitatedtheeconomicdevelopment,butthesocialreformdidnottakeplaceconcomitantlywiththatoftheeconomicgrowth.Thisdistinctdichotomybetweentheeconomicdevelopmentandtheemergenceofcivilsocietycanbedescribedassomethingcharacteristicofthe
“latedevelopmenteffect"ofthelatestarterslikeJapan.
5.AnotherCaseofLateCoiner,Korea
RapideconomicgrowthofSouthKoreahasbeenknownasan “AsianTiger"untilthecountrywasfacedwithfinancialcrisistogetherwithotherAsianneighborcountriesinlate1990s.TheauthoranalyzedthedevelopmentofsmallandmediumsizedenterprisesunderthecreditlineprovidedbytheAsianDevelopmentBank(ADB).Inthereport.about200SMEs'economicperformanceswerereviewedandanalyzedbasedonthefieldtripvisitstothecompanies.Thefollowingprominentfeatureswerenoted^):
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(a)Theowners/managersofSMEsarevigorous,aggressive,andalsoknowl-
edgeableregardingfinance.marketingandtechnologies(intheviewof
theauthor,thesefeatureswereverysimilartotheearlyBritishbusiness-
mandescribedearlier) 。(b)lnthecaseofKoreanSMEs,therewereseveralinstancesinwhichthesecond-handmachineswereinitiallyimportedfromJapan,andthiswasaccompaniedbyJapaneseengineersinvitedforshort-termskillacquisi-tionpurpose.Afterthisinitialstage,thecompaniesembarkedonthelatesttechnology-basedexportorientedgoods.(c)lnKorea,theSMEisdefinedbythenumberofemployees
；lessthan300isthestandardnorm.Theafore-mentionedreportofADBconcludedthattheprofitability(measuredbynetprofittototalasset)wasrelativelyhighforsmall-sizedSMEs(lessthan100employees),indicatingthathigh-technologybasedSMEsareproductivewithlessnumberofemployees*).(d)ThegovernmentsupportforSMEshasbeenprominentwhichincludedtheestablishmentoftheSmallandMediumsizedIndustryBank(thisbankwaslaterre-namedasIndustrialBankofKorea),andvarioustechnicalsupportagencies.ThelatterincludedtheestablishmentoftheKoreaInstituteofMachineryandMetals(KIMM)
。AccordingtotheKIMM'sreportfor1986,80
％ofitsresourceswerespentontesting,inspectionandcalibrationactivitiesrelatedtoSMEs.Thereasonisasfollows.Testingofvariousmetalproductsrequiresexpensivetestingfacility,whichsmallSMEscouldnotafford.Theinstitutemadeavail-ablethosetestingmachinesascommonfacilitiesfortechnicaldevelop-mentofSMEs'products.Itisalsonoteworthytomentionthatduring1980sinadditiontoKIMM,theGovernment,whichincludedtheKoreaAdvancedInstituteofScienceandTechnology(KAIST)
，theSmallBusinessTrainingInstitute(SBTC),andtheIndustrialProductsInspec-tionCenters,establishedotherinstitutionsrelatedtoSMEs.AlloftheseinstitutionssupportedtheSMEsandalsocontributedtotherapidindus-trialgrowthofthecountry
・ThesepointsmentionedabovewouldsupporttheargumentthatthestronggovernmentsupportfacilitatedthedevelopmentofSMEsingeneralandcontributedtothecountry'srapidindustrializationprocess.
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6.DoesGovernmentInterventionAlwaysBringtheDesirableResults?
PreviousargumentsbasedontheexperiencesofthelatecomerssuchasJapan
andKoreawouldappeartosupportthegovernmentinterventionintheprocessof
economicdevelopment.But,thisobservationshouldbesubjectedtocarefulscru-
tiny.Theauthorwasonceengagedinthepost-evaluationofADB'sloanstothe
DevelopmentBankofthePhilippines （DBP ）andtheDevelopmentBankofIn-donesia
（BAPINDO ）.Thesedevelopmentbankswereestablishedby100 ％capitalandequityinjectionbytherespectivegovernments.Subsequentdevelopmentsofthesebankshaveshownthatthebanksbecamedefactobankrupt.Themainreasonisthattherehavebeentoomanygovernment
“behest"loansthatlaterbecamenon-performingassets.Althoughthesebankswerelaterrecoveredbyadditionalsupplyofcapitalbythegovernments.thereremainsaclearfactthatthegovernment-supportedinstitutionsarevulnerabletocorruptionsandmismanagement.Inthiscontext,thebasicquestionstobeaskedare:underwhatconditionsthegovernmentinterventioncouldbejustified;doesgovernmentinterventionsupportthe
“healthy"developmentofmarketmechanism;isitthecasethatthegovernmentinterventiondiscouragestheprivatesectorinitiative.Weneedmoreempiricalevidencestoclarifythesearguments.
7.TentativeConclusions
Theafore-mentionedargumentsindicatesomeimportantlessonsfromthe
historicalperspective.First,thelatecomersinindustrializationrequiredgovern-
mentinterventionsfromtheviewpointofinstitutionalizationofbusinesssupport
systems.Second,itisimportantthatthegovernmentinterventionsshouldnot
discouragetheprivatesectorinitiatives.Third,theexperiencesofcontemporary
developingcountrieshaveshownmixedresults.
8.Somesuggestionsforfurtherresearch ・OnecanarguethatthehistoricalrecordsandevidenceoflatecomersinindustrialdevelopmentlikeJapanandKoreaare
“irrelevant"tothecontemporarydevelopingworldbecausethegapbetweenthe
“haves"and “have-nots"hassowidened,andsuchdevelopment
“models"havenoapplicability.Also,thepre-
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conditionsforindustrialstart-uphavebecomeentirelydifferent.Theauthor
basicallyacceptsthisview.Butitisalsotheviewoftheauthorthatthelatecomers
haveto “device"theirownmodelsandindoingsocertaindegreeofgovernmentinvolvementwouldbecomeinevitable.Also,theauthorfindsthatthebasiccharac-teristicsofearlybusinessmaninBritainareverymuchsimilartothebusinessmanofSMEsinKorea.Thisisaninterestingareawhere
“motivation"playsanimportantroleineconomicdevelopment^
），Withregardtotheroleofgovernment,therewouldbeagreatneedformakingabalancebetweenthedegreeofgovernmentinterventioninthedevelopmentprocessandthemeasurestopreventtheinappropri-ategovernmentinterventions.Anotherimportantissueemanatingfromtheexperi-enceofJapanisthathowtobalancetheindustrializationdriveandthesocialreformincludingthebasichumanrights
（e.g.votingrightbywomen ）.Thesearesomeoftheissuesthatwouldrequirefurtherstudyandresearch.
Note:
OTheauthorwouldliketoemphasizethattheagriculturalproductionexperiencedbytheindus-
trializedcountriespriortotheemergenceofindustrializationdriveissignificantlydifTerentfrom
thecontemporarydevelopingworldwhereintheagricultureisstillmainstreamofproductionform.
Forfurtherdiscussionsonthissubject,seeKlausDeininger ノ‘LandPoliciesforGrowthandPovertyReduction'
≒Co-publicationoftheWorldBankandOxfordUniversityPress,2003.2
）SydneyPollard,TheGenesisofModernManagement-AstudyoftheIndustrialRevolutioninGreatBritain
，EdwardArnoldLtd.,London,1965,p.26O.Pollardstates:
“Thedistinctivecharacteristicsoftheentrepreneuratthattime(theIndustrialRevolution
）werethat'theyfulfilledinoneperson,thefunctionofcapitalist,financier,workmanager.merchantandsalesman
∵’3
）RegardingtheroleoftheinvestmentbankinGermanindustrialization,seeD.Landes,TheStructureofEnterpriseintheNineteenthCentury.ThecaseofBritainandGermany,inD.Landes,ed.TheRiseofCapitalism,Macraillan1966.AlsoseeR.Bendix,AStudyofManagerialIdeologies,EconomicDevelopmentandCulturalChange,Vol.5,1956/57,p.119.ThispaperisbasedonBendix'sWorkandAuthority
タinIndustry,NewYork,1956.4
）Ale χanderGerschenkron,EconomicBackwardnessinHistoricalPerspective,HarvardUniversityPress,1962,p.343-44.Gerschenkronarguedthat
“themorebackwardacountry'seconomywasontheeveofitsindustrialization,themorepronouncedwerecertaincharacteristicsofitsindustrial-ization
，whichincluded “thestressonbignessofplantandenterprise,themagnitudeandcoercive-nessofthespecialinstitutionsdesignedtoincreasethesupplyofcapitalfortheindustryandtocentralizeentrepreneurialguidance,andinabilityofagriculturetoofferagrowingmarketforindustrialgoods".5)RonaldDore,EducationinTokugawaJapan
，1965,Routledge&KeganPaulLtd.,London;
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ThisbookwastranslatedintoJapaneseandpublishedbylwanamiShotenin1970.Dore
concludedthatin1868(theyearofMeijiRestoration)theaverageliteracyrate(meaningthosewho
attendedtheschoolsinformallyorformally,includingthosetaughtattemples)coveringallage
groupswas43 ％formaleand10 ％forfemale,p.3OO,inJapaneseversionbook.6)MasayoshiMatsumura,HistoryofJapan'sExternalRelationships,thisbookwaswritteninJapaneseentitledKokusaiKouryuuShi,publishedbyJininkan,1996,p.45.7)AnImpactEvaluationStudyontheBank'sDF/LendingtoSmallandMediumScaleIndustryDevelopmentintheRepublicofKorea,AsianDevelopmentBank,December1987,(Thisreportwaspreparedbytheauthor)
・8)ADBReportmentionedNote7,p.85-89.AccordingtotheADBReport,theprofitabilitymeasuredbynetprofittototalassetwas6
％to8 ％forsmallSMEs(lessthan100employees),whereastheaverageSMEsprofitabilitywasabout3
％to5 ％。9)Davidc.McClelland,TheAchievementMotiveinEconomicGrowth
。,1963.
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